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1. Background 
    The University of the Philippines Institute for Small-Scale Industries (UP ISSI) traces its history back in 
the sixties, when UP ISSI was then what was called the Red, White and Blue Project, an initiative formed 
through a bilateral agreement between the Royal Government of the Netherlands and the Republic of the 
Philippines.  Its principal objective then as now was to assist the development and growth of small-scale 
industries in the country.       
On August 4, 1969 then Pres. Ferdinand E. Marcos signed Republic Act No. 6041 making UP ISSI an 
organic unit of the University of the Philippines.  Originally established as a training institution to build up the 
capability of small firms, the Institute gradually expanded its activities to include research, extension, and 
information programs to promote entrepreneurship and enterprise development in the country. 
For more than 40 years, UP ISSI conducted several consultancy training courses, seminars, technical studies 
in the field of enterprise development with emphasis on Philippine industries. 
One such training program is the Managers Course (MC).  Started on May 11, 1971, this flagship program 
of UP ISSI trains entrepreneurs, managers, planners, administrators or any individual responsible for 
managerial decisions. 
Besides completing a certain number of hours of classroom attendance in ISSI, the participants are also 
required to complete what is called an integrated plant survey (IPS), a practical exercise on management 
auditing. Towards the end of the course, the participants are required to visit a small enterprise, inspect the 
location and interview the key personnel of the business and prepare a report that will incorporate their findings 
and recommendations on the four function areas of the business: marketing, production, organization and 
finance. 
This paper will make an assessment of the micro, small and medium enterprises (MSMEs) that volunteered 
to become part of the IPS's that were conducted by the participants of the most recent runs of Managers Course.  
It will assess whether the MSMEs exhibited some common attributes that may form a model for MSMEs in the 
country, more particularly in the four function areas.  It will also present some of the best practices that these 
MSMEs had in either function area.   
2. Objectives 
This paper will make an assessment of the local enterprises that volunteered to become part of the 
management audit exercise conducted by the MC participants of UP ISSI in the most recent runs of the course.  
In particular, this paper shall:   
1. Identify the most common problems faced by the firms and at the same time highlight some of the best 
practices and coping mechanisms that they adopt under each function area.    
2. Assess whether the small firms exhibited some common attributes that may form a model for MSMEs 
in the country.  
3. Formulate general recommendations for the government, UP ISSI and the MSMEs being studied. 
3. Significance 
This research is of significance to the domain of enterprise development studies as it extends the knowledge 
base that currently exists in the field.  Practitioners, researchers and policy makers have recognized the 
potential of national economic prosperity and development through the impact of entrepreneurial activity and 
growth of small enterprises. Huge amounts of development funds have been spent and are being spent on a 
range of initiatives designed to stir entrepreneurial activity and build the capability of small enterprises.  
Therefore, research which assesses the growth of these firms will be of significance to further studies related to 
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enterprise development. 
4. Review of Related Literature 
4.1. Profile of MSMEs in the Philippines      
According to  the National Statistics Office of the Philippines (2010) there were a total of 777,687 business 
enterprises as of 2010 in the country. Of this figure, MSMEs represented 99.6 percent with 774,664 
establishments while large enterprises represented 0.4 percent with 3,023 establishments. Micro enterprises 
comprised 91.6 percent (709,899) of the total number of MSMEs while small and medium enterprises 
accounted for 8 percent (61,979) and 0.4 percent (2,786), respectively.  
Overall, 49.7 percent of MSMEs are engaged in the wholesale/retail trade and repair services with 384,746 
business establishments while 14.4 percent (111,366) and 12.5 percent (96,989) are in the manufacturing and 
hotels/restaurants industries, respectively. MSMEs in real estate, renting and business activities represent 6.1 
percent (47,569), and those involved in other community, social and personal service activities account for 5.7 
percent (44,209). Other MSMEs (11.6%) are engaged in health and social work (31,547); financial 
intermediation (26,350); education (13,930); transport storage and communications (9,010); agriculture, 
hunting and forestry (3,829); construction (2,292); electricity, gas and water (1,307); fishing (1,126); and 
mining and quarrying (394). 
In terms of regional distribution, the top five regions with the most number of MSME establishments and 
MSME employment are: (1) National Capital Region (NCR) with 209,223 establishments and 1,324,847 jobs; 
(2) Region 4-A (CALABARZON – Cavite, Laguna, Batangas, Rizal, Quezon) with 113,859 establishments and 
459,564 jobs; (3) Region 3 (Central Luzon) with 79,019 establishments and 312,507 jobs; (4) Region 7 
(Central Visayas) with 45,322 establishments and 232,408 jobs; and (5) Region 6 (Western Visayas) with 
45,176 establishments and 188,932 jobs. 
In the paper entitled SMEs in the Philippine Manufacturing Industry and Globalization: Meeting the 
Development Challenges Aldaba (2008, p. 19) noted that Philippine SME studies have continued to highlight 
the same major constraints that affect SME development everywhere in the world such as access to finance, 
technology, and skills along with information gaps and difficulties with product quality and marketing. 
The Senate Economic Planning Office of the Philippines (2012, p. 3) categorizes these constraints as non-
financial barriers (cost of getting electricity, heavy regulation, high tax rates, and corruption) and financial 
barriers (access to finance).  The lack of access to financing has been identified as the most serious constraint to 
MSME growth and development. 
4.2. Business advisory services in the Philippines 
 Although the IPS is a form of a management audit, the second part of the IPS report is where the 
participants of UP ISSI’s MC provide their recommendations to the firm.  Thus, the IPS may also be 
considered UP ISSI’s business advisory service to MSMEs. 
Haron et al. (2010, p. 26) considers a business advisory service as a non-audit service.  Messier (2000), on 
the other hand, categorizes a non-audit service under three types: (a) tax services, where an audit firm delivers 
the service of preparing and filing tax returns, providing advice on tax and estate planning, providing 
representation on tax issue, among others (b) management advisory services, which cover the consulting 
activities that may involve providing advice and assistance concerning an entity’s organization, personnel, 
finance, operations, systems, or other activities and (c) accounting and review services, where an audit firm 
provides a number of accounting services such as bookkeeping, payroll processing, and preparing the financial 
statement.  The IPS falls under the second category—management advisory services.   
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Yusoff, Yaacob and Ibrahim (2010, p. 3) compared studies made on business advisory services sponsored 
by government and found that they are not fully utilized.  Mismatch of the services provided in terms of content 
and entrepreneurial factors among the reasons cited for the low usage (Yussof, et al., 2010). Other reasons were 
due to poor formulation, implementation, evaluation, and control of the support programmes (Pilgrim and 
Meier, 1994 cited in Khairudin, 2007).  In another study by Berry and Sweating (2006) in the United Kingdom, 
they found that six parties were identified as sources of business advice; namely, accountants, banks, business 
networking, government agencies, friends and academicians. Of these, government agencies were ranked as the 
third preferred by SMEs for the sources of advice while accountants were the most preferred followed by 
banks, business networking and academicians (Berry & Sweating, 2006).  Government agencies were 
perceived as providing inefficient services, as the SMEs surveyed were not convinced that officers-in-charge in 
the government agencies were capable to perform their duties as advisers (Berry & Sweating, 2006). 
In the Philippines, private consultancy firms offer business advisory services to business enterprises whether 
they are small, medium or large.  No comparative study has yet been made on how many MSMEs and large 
companies have been helped by these private consultancy firms.  
Government agencies, on the other hand, are on the forefront of helping MSMEs through the provision of 
business advisory services.  The Department of Trade and Industry maintains MSME Centers across the 
country through its Regional Operations and Development Group.   
According to the official website of DTI (2008), these centers provide the following services:   
1. Provision of business consultancy and or advisory services, and referrals 
2. Provision of MSME information brochures, newsprints, business report, and viewing of livelihood 
tapes 
3. Preparation of feasibility studies and business plan 
4. Facilitation of business linkages between buyers and suppliers 
5. Facilitation of business name registration 
6. Coordination of entrepreneurship and management training programs 
Another government agency that provides business advisory services to MSMEs is the Department of 
Science and Technology (DOST) under its Manufacturing Productivity Extension Program (MPEX).   
According to the official website of DOST (2010), MPEX assists SMEs in the manufacturing sector “to 
attain higher productivity through improvements in the overall operation of the firm”.  DOST, through its 
attached agency the Technology Application and Promotion Institute, fields productivity consultancy teams 
composed of industrial engineers and experts to undertake productivity consultancy services throughout the 
country.   
Finally, UP ISSI offers business advisory services to MSMEs as a kind of assistance to the sector separate 
from its IPS.  According to its official website, through its business development services, entrepreneurs who 
seek various services from starting a business to sustaining and growing it, as well as groups and other SME 
advocates wanting to enhance their services for their beneficiaries and target audience receive business 
counseling, problem solving, and other technical assistance to support their development and growth.  (UP 
Institute for Small-Scale Industries, 2011).     
5. Analytical Framework 
There are two operational definitions of business enterprises in the Philippines: one is based on employment 
size while the other is based on asset size.  The former is the most widely used in the country since the number 
of workers in a business is more easily identified.  According to this definition, enterprises are classified as 
follows:   
     Micro:  1 to 9 workers 
     Small:   10 to 99 workers 
354   Ian Jester M. de Vera /  Procedia Economics and Finance  4 ( 2012 )  350 – 364 
     Medium: 100 to 199 workers 
     Large: 200 and above workers 
 
     In terms of asset size, enterprises are categorized as follows: 
     Micro:  Up to 3 million pesos 
     Small: 3,000,001 to 15 million pesos 
     Medium: 15,000,001 to 100 million pesos 
     Large: Above 100 million pesos† 
 
Note that the definition based on asset size does not include the land on which the particular business entity's 
office, plant and equipment are situated. 
This paper will categorize the MSMEs covered by the integrated plant surveys according to the two 
definitions, since the reports supply both the employment and asset sizes of the firms. 
In classifying the types of products or services they provide, the 1994 Philippine Standard Industrial 
Classification will be used.  It is also the same standard that UP ISSI adopts in its registration form for its 
training participants. 
Besides the problems faced by these firms under each function area of management, their best practices in 
addressing the major constraints enumerated by Aldaba (2008, p. 19) will also be identified. 
Finally, specific recommendations that would address some of the problems identified in the management 
audits would be given and they shall be addressed to the government, to UP ISSI and to the MSMEs in general. 
6. Methodology 
This study looked into the most recent IPS reports collected at UP ISSI’s Resource Materials and Library 
Services Center.  The reports covered firms that volunteered to be the case subjects in the management audits 
conducted by the participants of 18 runs of the Managers Course (80th to 98th editions), which were held 
between 2006 and 2011.  
The firms were categorized according to size, geographic location, type of business, type of industry, and 
type of products or services.  Enterprises that were categorized as large on either definition based on asset size 
were removed from this assessment study to leave only MSMEs.     
Their foremost problems were presented and grouped according to the four function areas of management: 
marketing, production, organization and finance.     
In looking at the best practices of these firms, their coping mechanisms in addressing the major constraints 
that affect MSME development were identified.  
7. Profile of the Firms 
The IPS reports submitted to UP ISSI from 2006 to 2011 cover a total of 107 firms.  Their profiles were 
determined based on their size, geographic location, type of business, type of industry, and type of products or 
services. 
 
 
† Based on the definition under Republic Act No. 9501 or the Magna Carta for MSMEs, which amended RA 8289 and RA 6977 (Magna 
Carta for Small Enterprises).   
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7.1. Size  
Majority of the firms were either micro or small.  Almost half (49.53 percent or 53 companies), were micro 
according to the definition based on asset size.  Meanwhile, 68.22 percent or 73 firms were small according to 
the definition based on employment size. 
It is worthy of note that large enterprises were also included in the management audits.  There were three 
firms that had an asset size of more than 100 million pesos and there were four firms that had 200 or more 
workers when their respective IPS’s were conducted. 
Table 1. Firm size based on assets and number of workers 
Size Asset-Based Definition Employment-Based 
Definition 
 Number Percentage Number Percentage 
Micro 53 49.53 19 17.76 
Small 40 37.38 73 68.22 
Medium 11 10.28 11 10.28 
Large 3 2.81 4 3.74 
TOTAL 107 100.00 103 100.00 
7.2. Geographic location 
     Majority of the firms belonged to Region IV-A or CALABARZON.  A total of 40 enterprises or 37.38 
percent belonged to this region.  Firms from the National Capital Region or NCR came at a close second at 
32.71 percent, representing 35 companies.  The rest came from Region III or Central Luzon, Region XI or 
Davao Region, and Region XII or SOCCKSARGEN. 
Table 2. Geographic location of the firms 
Geographic location Number Percentage 
CALABARZON 40 37.38 
NCR 35 32.71 
Central Luzon 28 26.17 
Davao Region 3 2.80 
SOCCKSARGEN 1 0.94 
TOTAL 107 100.00 
7.3. Type of business 
There were as many sole proprietorships as corporations covered by the IPS’s (49 firms) while the rest were 
either partnerships (two firms) or cooperatives (six firms).  A university also became part of an IPS.   
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Table 3. Classification of the firms based on type of business 
Type of business Number Percentage 
Sole proprietorship 49 45.79 
Partnership 2 1.87 
Corporation 49 45.79 
Cooperative 6 5.61 
Others (University) 1 0.94 
TOTAL 107 100 
7.4. Type of industry 
A great majority of the firms were into manufacturing (83.18 percent).  The others were into trading (10.28 
percent) and service (6.54 percent).   
Table 4. Classification of the firms based on type of industry 
Type of industry Number Percentage 
Manufacturing 89 83.18 
Trading 11 10.28 
Service 7 6.54 
TOTAL 107 100 
7.5. Type of product or service 
     Majority of the manufacturing firms were into the production of food products and beverages (33.98 
percent).  Some were into the manufacture of luggage, handbags and footwear (12.62 percent).  Others were 
into the manufacture of wood products (6.80 percent). 
8. Problems Identified 
Problems identified by the participants who conducted the IPS’s can be grouped according to the four 
function areas of management.      
8.1. Marketing 
     Most of the IPS reports identified lack of advertisement or promotion of the product as a main marketing 
problem.  This was followed by lack of sales agents, as the business owner was found to be the only one 
selling.  Other problems encountered were poor marketing strategy; lack of sales forecasts and plans; inferior 
packaging; and relying on a few customers or having a limited network of clients. 
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Table 5. Classification of the firms based on type of product or service 
 
Type of product or service‡ Number Percentage 
Agriculture, Hunting and Forestry 1 0.93 
Wholesale and Retail Trade; Repair of 
Motor Vehicles, motorcycles and 
personal and household good 
4 3.74 
Other Community, Social and Personal 
Service Activities 
6 5.61 
Transport, Storage and Communications 1 0.93 
Manufacture of Food Products and Beverages 36 33.64 
Manufacture of Textiles 6 5.61 
Manufacture of Wearing Apparels 2 1.87 
Tanning and Dressing of Leather, Manufacture 
of Luggage, Handbags and Footwear 
13 12.15 
Manufacture of Wood, Wood Products and 
Cork, Except Furniture; Manufacture of 
Articles of Bamboo, Cane, Rattan and the like; 
Manufacture of Plaiting Materials 
7 6.54 
Manufacture of Paper and Paper Products 3 2.81 
Manufacture of Chemicals and Chemical 
Products 
3 2.81 
Manufacture of Rubber and Plastic Products 1 0.93 
Manufacture of Other Non-Metallic Mineral 
Products 
4 3.74 
Manufacture of Basic Metals 4 3.74 
Manufacture of Machinery and Equipment, 
N.E.C. 
3 2.81 
Manufacture of Electrical Machinery and 
Apparatus, N.E.C. 
3 2.81 
Manufacture and Repair of Furniture 5 4.67 
Recycling 1 0.93 
Others: Computers and Computer Accessories 2 1.87 
Others: Medicine 1 0.93 
Others: University 1 0.93 
TOTAL 107 100 
 
 
 
 
 
 
‡ Based on the 1994 Philippine Standard Industrial Classification. 
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0 5 10 15 20 25 30
Inferior Packaging
Limited Networks
Lack of Agents
No Advertisement
Poor Marketing Strategy
No Sales Forecast & Plan
Fig. 1. Problems encountered by the firms related to marketing
8.2. Production
Lack of quality control appeared as the main problem related to production.  It was cited with the most
number of times compared to poor ventilation and other poor working conditions, inefficient production plan,
vulnerability to fire and other accidents, ineffective plant layout, among others.
0 5 10 15 20 25
Lack of Manufacturing Process
Lack of Protective Gears
Poor Ventilation and Other Poor Working
Conditions
Small Factory
Lack of Proper facilities
Inefficient Production Plan
Ineffective Plant Layout
Lack of Quality Control
No Dissemination of Basic Safety Info
Prone to Fire & Accidents
Production Flow is not Visible
Poor Inventory Control
Fig. 2. Problems encountered by the firms related to production
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8.3. Organization
Lack of a job evaluation came as the main problem in the organization of the firms that were the subjects of 
the IPS’s.  In fact, it stood as the most cited concern in all of the IPS reports collected during the period.
Other organization-related problems included lack of an organizational chart and implicit job descriptions
for the workers, poor management, lack of productivity or efficiency, incompetent employees, among others. 
0 5 10 15 20 25 30 35
No Job Evaluation
No SSS, PhilHealth Benefits
Poor Management
No Personnel Program
Low Morale Employee
No Organizational Chart
Incompetent Employee
Non-systematized Policies
Lack of Productivity
Fig. 3. Problems encountered by the firms related to organization
8.4. Finance
Poor accounting records stood as the most common problem faced by the firms related to finance.  Coming
in at far second was the lack of budget plans.
0 5 10 15 20 25 30 35
Poor Accounting
Net Loss and Bad Debts
Limited cash Flows
No Appropriate Accounting System
No Proper Costing of Products
Poor Credit Policies
No Budget Plans
Fluctuation of Dollar Rate
Fig. 4. Problems encountered by the firms related to finance
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9. Best Practices and Coping Mechanisms  
While problems faced by the firms were identified by the MC participants who conducted the IPS’s, some 
best practices and coping mechanisms may also be singled out from their reports.   
9.1. Access to Market 
A total of 20 firms that were part of the IPS’s were found to be exporting their products to countries such as 
the United States, Japan, the Middle East and some European nations. 
There were 39 firms that have utilized the Internet to reach out to their customers.  Each one was found to 
have at least one company website or blog site that was either fully working or in beta test at the time of this 
study.  Further, there were 36 companies that were utilizing social media in communicating to their customers. 
Meanwhile, ten firms were found to be relying on only one large customer or “big brother” as their market.  
This relationship enabled the small firm to offset some capabilities that it lacks, like sales forecasting and 
inventory planning, as the large firm commands the number of units to be produced, making it unnecessary for 
the small firm to forecast its sales and inventory.  The small firm is also assured of a market, which 
consequently dispels the need to spend on marketing.    
Large firms that were found to be playing the role of “big brothers” to their small counterparts were SM 
Supermall, Ever Department Store, National Bookstore, Rustan’s Supermarket, Rusty Lopez Shoes, Landmark 
Department Store, Andok’s Manok (a food service company), Metro Gaisano Mall, and Monde Nissin.  
Foreign firms like Starbucks Coffee and Seattle’s Best were also found to play big brothers to some small firms 
surveyed.      
At least 15 firms in the IPS reports were found to have joined government-sponsored trade fairs or exhibits, 
another best practice that enables small businesses to hurdle barriers to access market.  Indeed, these activities 
allowed the micro and small enterprises that otherwise would not have accessed the international market to 
export their products.  The main government agency that was found to have sponsored these firms in 
international trade fairs was the DTI, particularly its attached agency the Center for International Trade 
Expositions and Missions. Meanwhile, through DTI’s One Town One Product program, some firms were able 
to join regional trade fairs.   
9.2. Skills Development 
At least eight firms were found to have taken advantage of government-sponsored training programs to 
retool their employees.  The primary government agencies that were found to have supported the retooling of 
these workers were DTI, DOST, and the Technical Education and Skills Development Authority.   
Other institutions that provided training to these firms were a CALABARZON-based civic action group and 
industry associations such as the Organic Producer Trade Association and Food Caterers Association of the 
Philippines.   
9.3. Product Quality 
At least three firms were found to have passed certain international standards for product quality such as 
ISO 9001:2000, ISO 9002 and ISO 14001:2004.  There were also two companies that were awarded 
recognition by government agencies for product excellence and people development. And one firm engaged in 
the production of milk and its related products was reported to be undergoing research and development to 
improve processing of its goods.   
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9.4. Process Improvement and Climate Change Adaptation 
At least two firms were utilizing their product wastes such as the chaff of rice grains and coconut scraps 
weeded out of the finished goods to fuel cooking.  But this practice was not mentioned as a conscious effort on 
the part of the business to preserve the environment but rather it was reported to be a means to bring down 
production costs. 
9.5 Access to Technology and Finance 
At least one firm was reported to have obtained a loan from the Development Bank of the Philippines to 
finance its trade mission in an international fair. 
Meanwhile, one company was a beneficiary of DOST’s Small Enterprise Technology Upgrading Program 
(SET-UP), where the firm was able to loan an amount to upgrade one of the machines used in its production.  
The company, engaged in the manufacture of wood products, was also a beneficiary of another DOST 
initiative, the Manufacturing Productivity Extension Program (MPEX).   
In the official website of the Department of Science and Technology (2008) SET-UP is described as a 
DOST program primarily “to adopt technological innovations to improve [the firms’] operations and thus boost 
their productivity and competitiveness”.        
10.  Analysis of Data 
Although SMEs nationwide are concentrated in NCR, the majority of the firms that were part of the IPS’s 
came from Region IV-A or CALABARZON, an area composed of suburbs that were in close proximity to the 
capital.  Likewise, while government statistics show that SMEs nationwide are into trading, the majority of the 
firms that were part of the IPS’s were handling manufacturing operations. 
The evident disparity between the geographic profiles of MSMEs that underwent the management audits and 
those that were surveyed nationwide by the government could be attributed to the selection primarily based on 
the firm’s proximity to UP ISSI, which is located in NCR. 
However, the selection of the firms based on their location would have resulted in having more enterprises 
in NCR than in CALABARZON.  Therefore, another reason for the concentration of the firms in Region IV-A 
was the referrals made by government agencies such as the Department of Science and Technology (DOST), 
and the Department of Trade and Industry (DTI).  In fact, some of the firms that were part of the management 
audits had also been part of UP ISSI’s past projects with these government agencies.  These projects included 
the MPEX with DOST, where some UP ISSI resource persons became part of its consultancy team, and MSME 
capability enhancement seminars with DTI.  
There were also Managers Course participants who volunteered to use the companies they owned or the 
firms they worked for as subjects of the plant surveys.  These establishments would be located in Metro Manila 
or nearby provinces. 
Meanwhile, there were a small number of firms that were located in the southern part of the country 
(Regions XI and XII).  This was the result of UP ISSI management’s decision to bring the Managers Course to 
Davao City in 2011(UP Institute for Small-Scale Industries, 2011).    
11. Conclusions and Suggestions for Further Studies 
Because of the limited sample, the firms that were part of the management audit exercises conducted by the 
participants of UP ISSI’s Managers Course from the period 2006 to 2011 cannot be considered a model for all 
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MSMEs in the Philippines.  However, there are some issues, concerns and best practices that can be obtained 
from this study of 107 firms that volunteered to undergo management audit. 
The MSME owners highlighted the need for more aggressive marketing through advertisements and 
promotions, the need to set up quality control systems, the need to formalize job evaluation of workers, and the 
need to improve accounting records.   
The relationship of the firms that were part of the IPS’s with their “big brothers” is also a subject worthy of 
further studies.  On the one hand, the small and big brother concept is appreciated by government agencies and 
is desired to be strengthened according to Philippine Information Agency, 2012. But on the other, Kakati, 2012 
asserts that operational nuisances of some large firms such as late payments affect the operations of the already 
cash-strapped small business and are frowned upon. 
Finally, in the future, an impact assessment may also be made to determine whether the firms that were part 
of the management audits followed the recommendations prepared by the Managers Course participants who 
conducted the plant surveys.   
12. Recommendations 
     This study reveals significant findings on the IPS reports submitted by the MC participants of UP ISSI 
from 2006 to 2011.  Having identified the problems faced by the MSMEs that volunteered to undergo the 
management audits, the following recommendations should be adopted by the institutions concerned: 
12.1.  For the Government 
In the paper A Management of Technology Framework for MSME Success and Sustainability published in 
the Philippine Management Review journal, the author explained that unlike in developed countries, 
government participation and intervention are necessary in the Philippines because the MSME sector is 
“relatively weak and unorganized, and market mechanisms are slow to react” (Zamora, 2010). However, the 
author emphasized that the government’s role should only be limited to that of a facilitator (Zamora, 2010).  It 
should formulate policies and initiate programs that would accelerate and intensify dynamism and advancement 
among MSMEs in an environment where they can improve their competitive advantages and foster innovation. 
The government should therefore continue and strengthen its programs that would equal the playing field 
among large firms and the MSMEs.  Programs that would increase marketing presence of small businesses and 
upgrade their technologies such as those that are already being implemented by DTI and DOST should 
continue to be provided.  
On the skills development needed by SME managers and their workforce, the government should initiate 
training programs that will develop not only their hard skills but also their soft skills.  Training programs that 
would help them acquire accounting and bookkeeping competencies, for example, must be initiated.  This is 
where UP ISSI can facilitate. 
12.2. For UP ISSI 
First, UP ISSI must treat the IPS not only as an academic exercise required in its flagship program, the 
Manager Course, but also a full-fledged business advisory service to the MSME sector. 
Second, the coaches who guide the MC trainees conducting the IPS’s must be trained as full-fledged small 
business counselors since they too provide counseling services not only to the participants but also to the 
MSMEs albeit indirectly. 
Finally, to make the IPS a full-fledged business advisory service to the MSME sector, MC must be offered 
not only in the National Capital Region but also to other key cities and strategic locations in the country.  In 
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this manner, the IPS will cover a number of MSMEs spread across the Philippines. 
The IPS may also be a permanent program of UP ISSI that may be under its business development service 
stream.  The Institute may train prospective mentors or small business counselors through the MC; and once 
they have graduated from the course they can form a consultancy team of experts in marketing, production, 
organization and finance who will conduct management advisory services to MSMEs in the country.   
12.3. For the Firms Studied in General 
As part of their requirements in completing the course, each group of MC participants formulates its own 
recommendations for the firms they audited in their respective IPS reports.  Besides those that they made to 
address specific problems of individual firms, some more recommendations may be made and they are 
applicable to the firms in general. 
Based on the 2001 Accenture international entrepreneurship study cited in the conference paper of Muñoz et 
al. (2005, p. 9), Jimenez (2002) highlights key recommendations for entrepreneurial organizations across 
borders : (1) Clarify strategy and purpose in the entire organization, (2) Be big, yet small – act within a global 
paradigm yet remain nimble, flexible, and quick to respond to arising opportunities and challenges, (3) 
Cultivate entrepreneurial attitude and behavior –through the communication and positive reinforcement that 
entrepreneurship is valued, (4) Encourage diversity of structure and thinking – by being open and flexible to the 
changing dynamics of the global economy, and (5) Make the best use of knowledge – by digging deep into 
organizational structures, technological frameworks, and stakeholder alliances to fully capitalize on intellectual 
assets. 
These recommendations are also applicable to the MSMEs that underwent the IPS’s conducted by UP ISSI’s 
MC participants.  According to Habaradas (2009) some SMEs dream of growing large and conquering foreign 
markets while others are quite content with the current size of their operations and prefer to concentrate their 
efforts on the domestic market. These differences in commercial ambitions could be due to a variety of factors, 
including the individual owners' entrepreneurial spirit and risk aversion, the availability of material and 
financial resources, the cost and appropriateness of existing technology, the availability of technical and 
managerial talent, the internal processes and organizational characteristics of the firms, and even existing 
market conditions (Habaradas, 2009). 
The author of this paper has served as a coach or mentor of the MC participants conducting the IPS’s in 
numerous runs of MC, and he observed that as Habaradas (2009) pointed out most of the MSMEs surveyed 
were indeed quite content with the current size of their operations and prefer to concentrate their efforts on the 
domestic market.   
It is therefore recommended that for these MSME owners to grow they must overcome this aversion to risks 
and instead bank on the entrepreneurial spirit that started up the enterprise and has so far sustained it.  Without 
this motivation from the owners themselves, no amount of recommendation or development assistance from 
either the government or the IPS itself will be possible.  
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